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General information

Annual reports, including audited financial statements, of Quaero Capital Funds (Lux) (the
"SICAV") of the end of each fiscal year is established as at December 31 of each year. In
addition, unaudited semi-annual reports is established as per the last day of the month of June.
Those financial reports provide for information on each of the sub-fund's assets as well as the
consolidated accounts of the SICAV and be made available to the Shareholders free of charge
at the registered office of the SICAV and of the Administrative Agent.

The financial statements of each sub-fund is established in the Reference Currency of the
sub-fund but the consolidated accounts is in Euro.

Audited annual reports are published within 4 months following the end of the accounting year
and unaudited semi-annual reports are published within 2 months following the end of period to
which they refer.

Any amendments to the Article of Association of the SICAV should be published in the Recueil
électronique des sociétés et associations of the Grand Duchy of Luxembourg.

Information on the net asset value, the subscription price (if any) and the redemption price may
be obtained at the registered office of the SICAV.
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Distribution in Germany

Information for Investors in Germany

No distribution notice has been filed in Germany for the below sub-funds pursuant to section
310 of the Investment Code; because of this, shares of these sub-funds may not be distributed
publicly to investors falling within the scope of the German Investment Code:

e Quaero Capital Funds (Lux
e Quaero Capital Funds (Lux
¢ Quaero Capital Funds (Lux
*  Quaero Capital Funds (Lux

- International Equities

- Global Balanced

- Global Conservative

- Alternative Returns (note 1)
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Quaero Capital Funds (Lux)

Management report

Quaero Capital Funds (Lux) - Argonaut

After a low point in March when stock markets had fallen over 30%, the roller coaster stock
market of 2020 ended with a continued rally, enabling most world stock markets to conclude the
year in flat to positive territory. The Quaero Capital Funds (Lux) - Argonaut sub-fund rose 5.5%
in December to end the year with an overall rise of +5.6% (for share class A Acc EUR). This
performance on the year is behind the benchmark Emix index (+7.3%), but ahead of the -2% fall
of the European large cap Stoxx600 index as small caps started to outperform large caps again
after two years of underperformance. Despite several tentative signs of recovery since
September, the MSCI Value index (-12.9%) substantially underperformed the MSCI Growth
index (+5.9%), so we consider the sub-fund delivered relatively well over the year whilst at the
same time entering 2021 with a portfolio of very attractively valued assets and strong earnings
growth dynamics.

Although all our investment decisions are very much bottom-up and company by company, it is
worth pointing out that from a geographical perspective Scandinavian markets were up whereas
the UK and Southern Europe were down quite sharply. France was somewhere in the middle
and we have continued to find good opportunities there -recently, for example, boatbuilder
Bénéteau. so that France now represents 42% of the portfolio (without this representing a
specific vote of confidence in the French economy above others in Europe).

Perhaps surprisingly given the wave of IPOs and secondary issues elsewhere, we have noted a
relatively low number of IPOs in Europe, but an increasing number of companies taken private
by their family shareholders. Both these trends can be explained by the fact that listed small cap
valuations continue to be well below the high multiples (c.12x Ebitda) reached by Private Equity
deals as increasing reserves of uninvested "dry powder" chase deals in competitive auctions.
We benefitted from this trend with the family owners of Portuguese holding company Sonae
Capital taking their company private at a 40% premium. However, we considered that this price
substantially under-valued the underlying assets so we had discussions with the board which
resulted in the offer price being raised by a further 10%. We expect this "Public to Private" trend
to accelerate further in 2021 which should progressively start to correct the dichotomy.

The sub-fund’s strongest contribution came from UK-headquartered outsourced manufacturing
services company Volex which rose 105% to a new high equating to over 10 times our initial
purchasing price. The company announced that operating profits rose 25%, said that current
trading was continuing strong and guided that profits for the year would be above expectations
with strong cashflow. All good news and still net cash on the balance sheet after several
acquisitions. We invested in the company 5 years ago as a very lowly-valued manufacturer of
fairly basic commaodity electrical components. Several meetings with the management and a
visit to their plant in Shenzhen China led us to understand that the new management were in
the process of completely transforming the business into a "lean machine". The Executive
Chairman, CFO and COO have transformed the company into a very efficient operator of 9
factories across the globe with "lean" manufacturing initiatives ingrained supplying an
impressive blue chip client list. At the same time as widening the client list, the management
have steered the business mix away from the lower margin commodity products to value-added
products into the more promising sectors of medical equipment, data centres and electric
vehicle charging. Even after the strong rise in the first half of the year, Executive Chairman Nat
Rothschild sounded a vote of confidence by buying more shares. The unloved orphan stock is
at last beginning to gain the attention of new investors as a mainstream UK broker-initiated
coverage of the stock with a "Buy" recommendation and a high target price. The share rise and
large volumes have enabled us to take very generous profits on most of our holding.

Past performance is not an indicator of current or future returns.
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Quaero Capital Funds (Lux)

Management report (continued)

The second largest contributor to performance was Swedish electronic shelf label systems
specialist Pricer whose shares rose 115%. After having published very strong growth figures for
the third quarter (+143%), the company announced they had won a new contract with Carrefour.
Carrefour has been a major client in the past, but this was a major win as Carrefour buys from
both Pricer and arch-rival SES Imagotag and had decided to put out a competitive tender to buy
all its ESLs from one supplier in order to unify its technology. This confirms that Pricer’s infra-
red technology is at least as good as SES Imagotag’s radio wavelength technology, if not better
for large supermarkets and may possibly sway positively the decisions of clients who are
hesitating between the two. The company then announced a further order for US retailer Best
Buy which, along with an order intake that had already doubled as North American retailers
(recently a tyre dealership in Canada) are now beginning to adopt electronic shelf labels, points
to a strong year in 2021. Despite the very positive business trends and the share performance,
Pricer remains an orphan stock, with no broker coverage, still largely waiting to be discovered
by the investor community.

Our relatively new investment in Finnish-based fishing tackle brand Rapala rose 57% as the
company ended the year with a positive profits warning. Following the merger with French hook
maker VMC in 2004, Rapala VMC is the world leading manufacturer of fishing lures and hooks.
The share had been weak over recent years after a string of poor results, despite the
implementation of a plan of "lean" measures, until a renewed board decided it was time to take
more substantial action. A new CEO with experience in re-dynamising FMCG brands arrived at
the beginning of the year and is convinced that Rapala is a unique and very strong brand in the
fishing sector with potential to generate substantially more revenues, expand the product range
(rods and reels) and increase profitability. Then came COVID-19 and fishing shops around the
world closed and sales fell sharply. Sales fell 17% in the first half of the year and the company
fell into a small loss. However, we started to hear that the lockdowns had not only pushed
stranded residents to engage in home improvements, play video games and do more
gardening, but there were signs that fishing tackle shops were making record sales as fishing
was an ideal solitary activity in days of confinement. Our investment process usually takes us to
visit company sites and meet management in situ. In this case we have not actually been to
their facilities in Finland, but everything has been done through virtual conference calls. We
have had 5 calls with the previous management, 2 calls with the new Chairman and recently a
call with the new CEO. Separately, through our "expert network" we have spoken with a
purchasing manager from a US fishing tackle chain and an entrepreneur selling live bait online
who said that his sales of worms were up 45% since the beginning of the year. The positive
comments we heard from those in the recreational fishing industry were very different from the
subdued official message we were getting from the company. Furthermore, UK fishing retailer
Angling Direct announced that sales in the Autumn quarter were up 48%, confirming that the
lockdown fad had brought many back to fishing for the longer term with also a newer younger
audience being attracted. This new stronger demand trend led Rapala to "warn" the stock
market in November that sales and profits for the year would be above expectations. Rapala
remains an orphan stock with no broker coverage despite the strong recovery in earnings being
underway. It is a turnaround play that is going to become a growth story and is still on a PE ratio
of only 8 times our estimates for this year's net profits. The management have not
communicated with the stock market since announcing their poor results in July, apart from the
laconic communiqué in October with their positive profit warning. We expect a very much more
upbeat message when they publish their full year results next month.

Past performance is not an indicator of current or future returns.
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Quaero Capital Funds (Lux)

Management report (continued)

Our third largest contributor was Spanish pharmaceutical laboratory Reig Jofre which rose 75%
over the year. Business was strong in the first half with revenues growing 10% driven by the
production of drugs linked to COVID-19. Our investment thesis on Reig Jofre at the time we
subscribed, as "anchor investor", to their capital increase was based on a low valuation (the
share was an "orphan" stock), a dynamic French branded food supplements business, and
growth that would come from the ramp up of new production capacity at the Toledo and
Barcelona plants. Two new drivers appeared, linked to COVID-19: first The company has put a
promising food supplement ("Manremyc") in clinical trials as it apparently provides protection
from being infected by C19 whilst also reducing the severity if the infection does appear.
Secondly the company has signed a deal with Johnson & Johnson to produce C19 vaccines in
their new Barcelona plant from March onwards. We feel these developments will put this
relatively unknown small cap pharma company on the map and drive the share which is still
trading at only 1.7x book value

Our largest holding, French video games and smartphone accessory designer BigBen,
continued its progression with a 16% rise over the year. The company has a very attractive
asset in the form of its high margin video games business which produces niche AA games
(midrange production budgets of EUR 1M to 20 EUR M) and accessories (controllers, headsets
etc), but which investors could not clearly identify as it was mixed with smartphone accessories
and audio products. We actively engaged with the management in recent years to encourage
them to spin off this business which we believed would be much more highly valued as a pure
play. The deal finally came to fruition in the Spring with the IPO of Nacon which has driven the
BigBen share price. With the pandemic lockdowns stimulating growth in usage and demand for
video games, the outlook for Nacon with its integrated studio-producer model continues strong.
We have been taking profits on our position, but we still believe that there is good upside in that
our sum of the parts calculation yields a value more than 50% above the current price. Indeed,
just the value of their 77% stake in Nacon (taken at market price) is worth 30% more than
Bigben’s current share price with no value given to the smartphone accessory business which is
leader in France and number two in Belgium, Spain and Poland. We are now engaging with the
management on how to reduce this discount to asset value. We have suggested they distribute
their shares in Nacon to shareholders who would then own two focussed vehicles. They cannot
do this yet as they would generate a tax liability, but they are planning a deferred sale in the
form of the issue of a bond that is redeemable in Nacon shares. This first step should take place
in the coming months.

French holding company Viel rose 32% as its inter-dealer broker subsidiary Tradition started the
year strong with revenues up 20%. The volatility in financial markets in the early stages of the
pandemic led to a sharp rise in volumes in Tradition’s trading rooms around the globe and fed
through to higher profitability for the year. The other main business is leading French online
broker Bourse Direct which also saw rising trade volumes and a flurry of new account openings
from millennials adding trading to their lock-down activities. Bourse Direct is separately listed
and the share more than doubled over the year. Even after the share rise, Viel is still trading at a
discount of 30% to the sum of its parts.

Dutch construction company Heijmans rose 24% as profits continued to rise during the year,
despite the disruptive effect of COVID-19. The new management have completely streamlined
the business to focus on building and infrastructure construction in Holland. The project risk
appraisal process was reviewed several years ago, which now leaves a structurally more
profitable and less risky order book for the construction activity. With a strong balance sheet
(net cash) and restored profitability, we expect the company to start paying dividends again next
year. In the mean time the share is trading on a PE ratio of 6x last year’s net profits and 5x our
estimates for the current year.

Past performance is not an indicator of current or future returns.
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Quaero Capital Funds (Lux)

Management report (continued)

Although only a small holding due to low liquidity, French automobile components company
Delfingen contributed materially with a 69% rise. The company makes cable protection and tube
systems at production plants in 19 countries across the world and suffered from the 33% fall in
world new car registrations in the first half of the year. The management were then preparing for
a "U" shaped recovery from sales down 85% in April and May, but business actually surprised in
the form of a "V" with sales in September practically back up to last year’s levels. The company
then announced that they had clinched the deal to buy their arch-rival Schlemmer out of
insolvency in Germany, which is a very good deal and will lead to substantial synergies whilst
not requiring a large investment. After poor management and under-investment by a private
equity owner, Schlemmer fell into liquidation in December last year and Delfingen was able to
cherry-pick the exact parts it wanted- thereby taking the clients, know-how, extended product
range and teams and leaving the excess costs. Whilst the automobile sector is likely to remain
volatile, even after the recent rise the share remains on a single digit PE ratio on our estimates
for next year. On top of the synergies from this major acquisition which will increase the group’s
sales by over 40% and provide self-help dynamics to growth and profitability, the company is
also well positioned to benefit from the transition in autos to electric and hybrid vehicles.

The biggest negative contributor was our investment in UK holding company Camellia which fell
21%. The year started poorly with weaker tea prices and a poor macadamia harvest due to hot
weather. But what really sent the share lower since the summer when markets were recovering
was a scandal taken up by the weekend press in the UK: human rights activists and lawyers are
pursuing Camellia’s part-owned subsidiary in Kenya for violent bullying and molestation of the
local community by security personnel guarding their avocado plantations. Together with our
ESG team we have had several discussions with the management on this subject and are
reassured that they are taking the matter very seriously. We have also put them in contact with
organisations that could help them mediate on the issue. Whilst this conflict is dominating the
noise around the share, we are still convinced by the long term under-valuation: the net cash,
securities portfolio and stake in a listed insurer alone cover 80% of the market capitalisation.
Then there are the buildings in Belgravia, the huge Stately Home in Kent, the fine art collection,
the UK’s second largest stamp collection... and that’s before we start to talk about the value of
the core agricultural operations (for example they recently sold one pistachio farm in California
for USD 17M). There is a huge store of value in the listed vehicle and we continue to encourage
the management in the direction of asset sales and increasing dividends.

Other weak performers were : Falklands Islands service company FIH (-25%) on poor business
trends in their London art logistics business; Italian trenching equipment maker Tesmec (-30%)
due to a heavily dilutive rights issue (to which we decided not to subscribe and have
subsequently made our exit);ltalian leather goods maker Piquadro (-39%) due to a Covidlinked
drop in sales; and lastly French web agency SQLI (-20%) as profits were hampered by losses
from their IT services operations in France.

The investment in Quaero Capital Funds (Lux) - New Europe sub-fund rose by 5.4% and is up
17.4% on the year thereby adding notable value to the overall sub-fund. The exposure to the
Quaero Capital Funds (Lux) - New Europe sub-fund accounted for 5.5% of assets, the same
level as a month earlier.

At the end of 2020 total assets under management in the sub-fund stood at EUR 217M
(EUR 207M end November) and in the strategy EUR 270M (EUR 257M). Uninvested cash fell to
7.6% (10.2%) and the total number of individual investments fell by 2 to 57.

Past performance is not an indicator of current or future returns.
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Quaero Capital Funds (Lux)

Management report (continued)

We would also like to remind you that, subject to the official confirmation from the CSSF in
Luxemburg, we are planning to absorb the Quaero Capital Funds (Lux) - Smaller European
Companies (ex- Family Enterprise) sub-fund into the Quaero Capital Funds (Lux) - Argonaut
sub-fund in the coming months. The two sub-funds share the same investment team, process
and philosophy. The difference between the sub-funds has been that Quaero Capital Funds
(Lux) - Smaller European Companies has a median market capitalisation of companies one
bracket above Quaero Capital Funds (Lux) - Argonaut has invested primarily in listed family-
owned companies. However, with a certain level of outflows in the Quaero Capital Funds (Lux) -
Smaller European Companies sub-fund, the sub-funds have become increasingly similar and an
absorption seems like a logical step. The overlap in the investment portfolio is reaching 50%
and should continue to converge ahead of the merger. The streamlining of our two sub-funds
into one will enable the team to focus their research on one portfolio, and there will not be any
change to the Quaero Capital Funds (Lux) - Argonaut sub-fund’s investment approach or stock
universe. It is intended that any remaining larger capitalisations will be disposed of prior to the
absorption. The Argonaut strategy has total assets under management of EUR 270M, so will be
able to integrate the EUR 34M from Quaero Capital Funds (Lux) - Smaller European
Companies without impacting the investment approach. Assets under management after the
absorption will reach circa EUR 300M, which is well below the combined EUR 520M reached by
the two sub-funds in 2018. Investors in Quaero Capital Funds (Lux) - Smaller European
Companies will be contacted by their depositors (probably early in 2021) regarding the
absorption. Investors in the Quaero Capital Funds (Lux) - Argonaut sub-fund do not need to
take any action.

Past performance is not an indicator of current or future returns.
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Quaero Capital Funds (Lux)

Management report (continued)

Quaero Capital Funds (Lux) - Smaller European Companies

After a low point in March when stock markets had fallen over 30%, the roller coaster stock
market of 2020 ended with a continued rally, enabling most world stock markets to conclude the
year in flat to positive territory. The Quaero Capital Funds (Lux) - Smaller European Companies
sub-fund rose 3% in December to end the year with an overall rise of +2.6% (for Share class A
Acc EUR). This performance on the year is behind the benchmark Emix index (+7.3%), but
ahead of the -2% fall of the European large cap Stoxx600 index as small caps started to
outperform large caps again after two years of underperformance. Despite several tentative
signs of recovery since September, the MSCI Value index (-12.9%) substantially
underperformed the MSCI Growth index (+5.9%), so we consider the sub-fund delivered
relatively well over the year whilst at the same time entering 2021 with a portfolio of very
attractively valued assets and strong earnings growth dynamics.

Although all our investment decisions are very much bottom-up company by company, it is
worth pointing out that from a geographical perspective Scandinavia was up whereas the UK
and Southern Europe were down quite sharply. France was somewhere in the middle and we
have continued to find good opportunities there (recently boatbuilder Bénéteau) so that France
now represents 41% of the portfolio (without representing a specific vote of confidence in the
economy).

Perhaps surprisingly given the wave of IPOs and secondary issues elsewhere, we have noted a
relatively low number of IPOs in Europe, but an increasing number of companies taken private
by their family shareholders. Both these trends can be explained by the fact that listed small cap
valuations continue to be well below the high multiples (12 times Ebitda) reached by Private
Equity deals as increasing reserves of uninvested "dry powder" chase deals in competitive
auctions. We benefitted from this trend with the family owners of Portuguese holding company
Sonae Capital taking their company private at a 40% premium. We considered that even this
price substantially under-valued the underlying assets so we had discussions with the board
which resulted in the offer price being raised by a further 10%. We expect this "Public to Private"
trend to accelerate further in 2021 which should progressively start to correct the dichotomy.

We would like to remind investors of important news for the sub-fund. Whilst waiting for the
official confirmation from the Luxemburg CSSF authorities, we are planning to merge the
Quaero Capital Funds (Lux) - Smaller European Companies (ex Family Enterprise) sub-fund
with the Quaero Capital Funds (Lux) - Argonaut Fund in the coming months. The two sub-funds
share the same investment team, process and philosophy. The difference between the
investment policy of the sub-funds has been that QuaeroSEC has a median market
capitalisation of companies one bracket above Quaero Capital Funds (Lux) - Argonaut and
invests primarily in listed family-owned companies. However, with a certain level of outflows, the
sub-funds have become increasingly similar and the proportion of family-owned companies in
Quaero Capital Funds (Lux) - Argonaut has risen progressively from an average of 50% to 70%,
so the merger seems like the logical next step. The overlap in the investment portfolio is
reaching 50% and should continue to converge ahead of the merger. The streamlining of our
two sub-funds into one will enable the team to focus their research on one portfolio. The Quaero
Capital Funds (Lux) - Argonaut strategy has assets of EUR 270M, so will be able to integrate
the EUR 34M from QuaeroSEC without changing the investment approach. Assets under
management will reach circa EUR 300M, which is well below the combined EUR 520M reached
by the two sub-funds in 2018. Investors in QuaeroSEC will have the choice to redeem their
holding for cash, or the default option will be to have their holding automatically converted into
Quaero Capital Funds (Lux) - Argonaut at no cost. For investors, this will be the opportunity to
invest in Quaero’s flagship small & microcap Argonaut sub-fund, founded in 2003, which has
been closed to new investors since 2015. A detailed report on the operation will be sent to
investors later this month.

Past performance is not an indicator of current or future returns.
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Quaero Capital Funds (Lux)

Management report (continued)

Finnish-based fishing tackle brand Rapala was the strongest contributor to performance with a
rise of 57% as the company ended the year with a positive profits warning. Following the merger
with French hook maker VMC in 2004, Rapala VMC is the world leading manufacturer of fishing
lures and hooks. The share had been weak over recent years after a string of poor results,
despite the implementation of a plan of "lean" measures, until a renewed board decided it was
time to take more substantial action. A new CEO with experience in re-dynamising FMCG
brands arrived at the beginning of the year and is convinced that Rapala is a unique and very
strong brand in the fishing sector with potential to generate substantially more revenues, expand
the product range (rods and reels) and increase profitability. Then came COVID-19 and fishing
shops around the world closed and sales fell sharply. Sales fell 17% in the first half of the year
and the company fell into a small loss. However, we started to hear that the lockdowns had not
only pushed stranded residents to engage in home improvements, play video games and do
more gardening, but there were signs that fishing tackle shops were making record sales as
fishing was an ideal solitary activity in days of confinement. Our investment process usually
takes us to visit company sites and meet management in situ. In this case we have not actually
been to their facilities in Finland, but everything has been done through virtual conference calls.
We have had 5 calls with the previous management, 2 calls with the new chairman and recently
a call with the new CEO. Separately, through our "expert network" we have spoken with a
purchasing manager from a US fishing tackle chain and an entrepreneur selling live bait online
who said that his sales of worms were up 45% since the beginning of the year. The positive
comments we heard from those in the recreational fishing industry were very different from the
subdued official message we were getting from the company. Furthermore, UK fishing retailer
Angling Direct announced that sales in the Autumn quarter were up 48%, confirming that the
lockdown fad had brought many back to fishing for the longer term with also a newer younger
audience attracted. This new stronger demand trend led Rapala to "warn" the stock market in
November that sales and profits for the year would be above expectations. Rapala remains an
orphan stock with no broker coverage despite the strong recovery in earnings underway. It is a
turnaround play that is going to become a growth story and is still on a PE ratio of only 8 times
our estimates for this year’s net profits. The management have not communicated with the stock
market since announcing their poor results in July, apart from the laconic communiqué in
October with their positive profit warning. We expect a very much more upbeat message when
they publish their full year results next month.

The second largest contributor to performance for the year was Spanish swimming pool
equipment maker Fluidra which rose 74% to another all-time high. Lockdowns and staycations
have led to much greater usage of private pools and management gave an upbeat view for
2021 as pool professionals have their order books full until the summer. The synergies from the
merger with Zodiac have driven margin expansion in 2020 and strong sales growth should drive
profits further this year. We have continued taking profits on our holding as the company is now
being discovered as a "quality growth" company with high global market share, strong margins,
cash generation and a high proportion of revenues from recurring pool maintenance business.

The third largest contributor was German engineer of automated high-tech manufacturing lines
Manz which rose 59% after receiving a number of large orders for battery lines. At the end of
the year the company signed two large orders from operators in the electric vehicle battery
sector. The first was a follow-on order for a double-digit EUR M sum to supply TE Connectivity
with lines to make cell contacting systems which link battery cells to battery modules in electric
vehicles. The second was an order for more than EUR 20M to supply InoBat in Slovakia with a
pilot production plant for stacking Li-lon pouch cells for batteries for electric vehicles. We
understand that this is the beginning of a much larger order flow as this pilot plant will have a
capacity of 0.1 gigawatt hours and InoBat plans to expand capacity 100 times to 10 GWh by
2024. Furthermore, the management team at Manz indicate that this contract win puts them in
good stead to win further clients for EV batteries in Europe and the US. Even after the rise, the
share is still trading at only 13 times estimates for net profits for 2021 and single digit for 2022
whilst having a balance sheet with very little debt. It has been a bumpy ride over the last years
for profitability at Manz, but we get the impression that 2020 is really the turning point.

Past performance is not an indicator of current or future returns.
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Management report (continued)

Swiss online bank Swissquote rose 80% over the year, but we sadly took profits on part of our
holding too early. The company had to make a reverse profit warning at the end of the summer
to say that revenues in the first half of the year would be up 40% and that net profits would more
than double. Our investment thesis was based on the development of a very dynamic fintech
service offer that was being rolled out into Europe and Asia. The company had been fairly much
ignored by the market, who simply considered it an online broker for small swiss equity traders,
but offered an online banking service that was increasingly convincing small financial institutions
further afield and was leading to strong growth in assets under management. The volatility in
financial markets linked to the pandemic and the sharp rise in new account openings from
individuals "bored at home" has substantially accelerated the profits improvement we had
expected. The company is at last being recognised as a dynamic "Fintech". The company was a
real trailblazer in 2017 in launching simplified trading of Cryptocurrencies and has gained a
strong market share in this high margin business, so will be generating strong profitability in this
area as Bitcoin prices have broken new highs. We have used the recent strength to take further
profits on our holding.

Other strong contributors were : Spanish pharma company Reig Jofre (+75%) which will be
producing the Johnson & Johnson COVID-19 vaccine at its new Barcelona plant from next
month. Swiss inter-dealer broker Viel (+32%) with increased volatility in financial markets
generating more business. French video games producer BigBen (+16%) as we engaged with
the management to crystalise value through the IPO of subsidiary Nacon. ltalian tools maker
Emak (+20%) which benefitted from the gardening boom during lockdowns.

Our largest holding, French healthcare software and services supplier Cegedim (-12%), held us
back, particularly in the second half of the year. The company published lacklustre Q3 figures
with sales up 2%, but then added that due to the coming lockdowns they could not confirm their
full year guidance. Most of their businesses are quite resilient to the pandemic and several of
them actually benefit. We find it difficult to understand the extremely low valuation of Cegedim:
True, this family-owned and family-run company is not optimally managed to generate
maximum returns for shareholders, but it operates in exciting growing segments of the
healthcare industry where listed peers have seen shares performing strongly and command
huge valuations. As an illustration, German peer Compugroup generates 50% more sales than
Cegedim, but has a market capitalisation 12 times larger. We also have various
sum-of-the-parts valuations which produce overall values several times higher than the current
share price. The Labrune family, who control the shares, clearly agree as they have recently
been active buying shares as the price has fallen back. The question now is: will this company
remain sub-optimally managed and listed ? We see it as a prime candidate to be taken private,
bought by a peer (we understand that Compugroup makes regular approaches) at a hefty
premium or move to a more concerted effort to improve margins and the stock market
perception. Either ways, in our opinion the current share price level is much too low. The video-
consulting service for medical appointments with doctors should generate substantial revenues
in Q4 as they offered a free service during the first wave and now doctors will pay in in full. So
we expect a strong end to the year and a substantial rise in profitability in 2021. We have
recently been engaging with the company to encourage them to communicate better on their
individual businesses, so we also hope to see improvements here.

Swiss digital security company Kudelski was again a disappointment with the share falling 38%.
Despite very strong profitability from its cash cow digital TV business, the company has not
been delivering the improvement in profits we were expecting. The problem is the physical
access business Skidata, which sells equipment to parkings and ski run operators, that is taking
longer than expected to turn around with many ski resorts being closed. At the same time, the
very promising cyber security business (particularly for IOT) is generating huge losses during its
extended start-up phase. This is potentially a great business which a great leader could get
investors excited about during the loss-making ramp-up phase but André Kudelski doesn’t seem
to be able to communicate these opportunities. After continued disappointments, we have lost
patience and reduced our holding.

Past performance is not an indicator of current or future returns.
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Management report (continued)

After a strong run in 2019, French engineering company Gorgé fell 24% last year. They have
been quiet on the communication front as they have been organising the buying out of the
minorities of their listed subsidiary ECA which won a transformational contract to supply the
Belgian navy (the Nato leader in this field) with mine destroying submarine drones. This
reference contract will ramp up revenues this year and we believe will lead to further substantial
contracts. Now that the delisting of ECA has been validated at the end of December, we expect
that the company will start to engage with the stock market again with an exciting story of
growth and higher profitability over the next years.

Other detractors were: French industrial fastener maker LISI (-33%) which suffered from the
sharp decline in demand from its clients in the aeronautical sector. German foundations
specialist Bauer (-30%) was hit hard during lockdowns, but management have recently been
giving positive indications on order intake pointing to a strong year in 2021. Portuguese retailer
Sonae (-22%) proved resilient in its supermarkets business, but more vulnerable in its shopping
centres real estate business. The fall has taken the share to a discount of over 40% to sum of
the parts NAV.

The fund’s AUM of EUR 34M is spread across 41 family-owned companies across Europe with
41% in France, 12% in ltaly, 11% in Germany, 7% in the UK, 7% in Finland, 5% in Spain, 4% in
Switzerland, , 4% in Austria, 2% in Greece and 2% in Portugal.

The Quaero Capital Funds (Lux) - Smaller European Companies sub-fund invests in smaller
European companies operating established businesses that are listed but still partly owned by
family shareholders. Rather than the qualities of family management, we are particularly
attracted to the guarantee of conservative corporate governance that family ownership tends to
represent. Indeed, family shareholders that have board representation tend to share the same
short and long-term interests as ours and assure permanent oversight on the operational
management of the company. Added to our rigorous investment process and "Value"
philosophy, this corporate governance filter assures us of investing in long-term risk-averse
strategies that generate recurring dividends. We continue to believe in buying assets for less
than they are worth and prefer investing in good companies at great prices rather t